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THE COUNCIL OF STATE GOVERNMENTS 
Chicago Office (Central Secretariat), 1313 East 60th Street 


New York City Office (District No. 2), 522 Fifth Avenue 
Philadelphia Office (Dela. River Com’n), Broad Street Station Building 
Washington Office (for correspondence), 522 Transportation Building 

Denver Office (for correspondence), 730 Equitable Building 


Establishment: The Council of State Governments is a 
part of the governmental structure of the states of the Union. 
It is a joint agency created by thirty-six state governments. 
By legislative action, each of these states has established a 
Commission on Interstate Codperation ‘‘to perfect the par- 
ticipation of the state as a member of the Council of State 
Governments.” 


A Governmental Agency: Twenty-nine of these states have 
enacted statutes in this connection declaring the Council to be 
“a joint governmental agency.”” The Council has no individual 
members: each of the members is a state government. 


Purpose: The Council seeks to develop better coérdination 
and more active codperation between groups of states in the 
various regions of the United States, and also between the 48 
states as a whole. 


Associations: These organizations contribute to the finan- 
cial support of the Council: The Governors’ Conference, The 
American Legislators’ Association, and The National Associ- 


ation of Secretaries of State. The Council is the official research 
agency and clearing house of each of these associations, and 
also of The National Association of Attorney-Generals. 

Commissions: Each of the Council's four nationwide com- 
missions has one member designated by each state. 


The Interlevel Commission: Obviously arrangements must 
be made to bring the state governments into better adjustment 
with the federal government—and with county and city 
governments. In 1937 the Council of State Governments 
established a new board which will be composed of officials of 
the federal, state, and local levels of government, to promote 
such coéperation—namely, the Interlevel Commission. 


The Tax Revision Council: To improve such coéperation in 
the tax field, the Council ot State Governments established the 
Tax Revision Council in 1935; among its federal members are 
the Secretary of the Treasury, the Chairman of the Senate 
Finance Committee, and the Chairman of the House Ways 
and Means Committee. 


EXECUTIVE COMMITTEE 


Vice President 
SENATOR T. V. SMITH 
Member of Illinois 
Coédperation Commission 


President 
HON. ROBERT L. COCHRAN 


Governor of Nebraska 


HON. HAROLD C,. OSTERTAG 


Vice President 
HON. C. H. MORRISSETT 
Member of Virginia 
Codperation Commission 


Vice President 


Member of New York 
Codperation Commission 


Executive Director 
HENRY W. TOLL 


Former member of Colorado Senate 


THE GOVERNORS’ CONFERENCE 
Chairman: HON. ROBERT L. COCHRAN, Governor of Nebraska 
Secretary: HON. CARY A. HARDEE, former Governor of Florida 


THE AMERICAN LEGISLATORS’ ASSOCIATION 


President: HON. HENRY PARKMAN, JR., former State Senator of Massachusetts 


THE NATIONAL ASSOCIATION OF ATTORNEY-GENERALS 


President: HON. HERBERT O’CONOR, Attorney-General of Maryland 


THE NATIONAL ASSOCIATION OF SECRETARIES OF STATE 


President: HON. DWIGHT H. BROWN, Secretary of State of Missouri 


Nationwide Commissions of the Council: 


THE INTERSTATE COMMISSION ON CONFLICTING TAXATION 


Chairman: HON. SEABURY C. MASTICK, Chairman of the New York Commission on Tax Revision 


THE INTERSTATE COMMISSION ON SOCIAL SECURITY 


Chairman: HON. WILLIAM J. ELLIS, Commissioner of Institutions and Agencies of New Jersey 


THE INTERSTATE COMMISSION ON COUNCIL DEVELOPMENT 


Chairman: HON. ELLWOOD J. TURNER, member of Pennsylvania General Assembly 


Regional Commissions of the Council: 


THE INTERSTATE COMMISSION ON THE DELAWARE RIVER BASIN 


Chairmay.: HON. THOMAS A. LOGUE, Secretary of Internal Affairs of Pennsylvania 


THE INTERSTATE COMMISSION ON THE OHIO BASIN 
Chairman: SENATOR JAMES O. MONROE, member of Illinois General Assembly 


Interlevel Commissions: 


THE INTERLEVEL COMMISSION 


Chairman: HENRY W. TOLL, Executive Director of the Council of State Governments 


THE TAX REVISION COUNCIL 


Chairman: CONGRESSMAN ROBERT L. DOUGHTON, Chairman of the House Committee on Ways and Means 
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TOLERANCE 


TOLERANCE .. . IS LEARNED IN 
DISCUSSION, AND, AS HISTORY 
SHOWS, IS ONLY SO LEARNED. IN 
ALL CUSTOMARY SOCIETIES BIG- 
OTRY IS THE RULING PRINCIPLE. 
IN RUDE PLACES TO THIS DAY 
ANYONE WHO SAYS ANYTHING 
NEW IS LOOKED ON WITH SUS- 
PICION, AND IS PERSECUTED BY 
OPINION IF NOT INJURED BY PEN- 
ALTY. ONE OF THE GREATEST 
PAINS TO HUMAN NATURE IS THE 
PAIN OF A NEW IDEA. 
—WALTER BAGEHOT 
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T. V. SMITH 


Many years ago, Senator T. V. Smith sketched the broad outlines of his tolerant politi- 
cal philosophy in a little book entitled The Democratic Way of Life. Since that time his varied 
experience as an educator, author, editor, platform and radio lecturer—and in political life as 
Illinois State Senator—has provided a wealth of corroborating evidence in support of his earlier 
intuition. Among the pioneer champions of interstate cooperation, he has served as Vice-Presi- 
dent of the American Legislators’ Association. At present, he is Vice-President and Chairman 
of the Board of Managers of the Council of State Governments. 
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of government is our legal “No Man’s 

Land,” the area in which federal au- 
thority does not operate but where no single 
state can act effectively. Within this twilight 
zone lurk many vexatious problems, ranging 
from flood control, power development and 
conservation to the efficient prevention of 
crime. Thoughtful men believe that the ulti- 
mate form of our government will depend 
upon what power moves into this “No Man’s 
Land.” 

President Roosevelt thinks the alternatives 
are federal jurisdiction or intolerable chaos, a 
“return to ‘horse-and-buggy’ days.” But if the 
federal power is thus extended, in the opinion 
of so eminent a historian as James Truslow 
Adams, “that will lead almost certainly to the 
totalitarian state, which cannot be run except 
by a dictatorship in some form.” 

Chaos or dictatorship is a hard choice. But 
fortunately there is still a third alternative— 
combined action by the states wherever their 
interests are common. And workable ma- 
chinery for this codperation has already been 
created. Thirty-six states have set up perma- 
nent and effective interstate cooperation com- 


O- outstanding weakness in our system 


1Originally published in the May issue of Current 
History. Condensed in the June number of The Read- 
er's Digest. Permission to reprint this portion is grate- 
fully acknowledged. 


‘The Re Reader’s Digest 


A reprint of a portion of an article from 
iff CURRENT History as condensed in 
THE READER’S DIGEST 


=" [ "The States Put Their Heads Together”! 
By MARC A. ROSE 


missions. Together they form the Council of 
State Governments—“Cosgo” for short. 

Typical of the field in which Cosgo operates 
is the Great Lakes fisheries problem. Here 
Washington has no authority, and no state can 
regulate fishing beyond its borders. Yet over- 
fishing has seriously depleted this great natural 
resource. For example, supply of the famous 
Lake Superior whitefish has shrunk 65 per 
cent in five years. Lake Erie fishermen caught 
21,500,000 pounds of ciscos (fresh-water her- 
ring) in 1924; now this fish cannot be caught 
on a commercial basis. 

For years the states held conferences among 
themselves, striving for an effective conserva- 
tion program. But, lacking practical ma- 
chinery for codperation, their efforts came to 
nothing. 

A few weeks ago the eight states affected 
got together again in Detroit. But this time 
the conferees were not temporary political ap- 
pointees, but permanent members of the in- 
terstate codperation commissions: the legis- 
lators who will sponsor and fight for the 
projected uniform state laws, and the men who 
will administer them. That is why it looks 
as if something really might be done, at last. 
Drafting laws with teeth in them is now un- 
der way. 

New Jersey set up the first interstate codpera- 
tion commission in 1935, winning the honor 
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from Colorado by a few days. At the end of 
1936, 17 states had such commissions; now there 
are only 12 that have not, and these 12 states* 
are cooperating informally through committees. 
It is expected that in 1939 the roll call will be- 
come virtually complete. 

Commissions typically consist of five senators, 
five members of the lower house, and five ad- 
ministrative officials. An interstate building to 
house their permanent secretariat is nearing 
completion in Chicago—a sort of League of Na- 
tions palace for the states. “Heretofore,” as 
someone remarked at a Cosgo meeting, “it has 
been easier for the United States to negotiate 
with Siam than for two adjoining states to reach 
an agreement, just because there was no perma- 
nent machinery for such negotiations.” 

There has always been sharp conflict between 
the federal government and the states for control 
of interstate streams. Under the aegis of the 
Council of State Governments, Delaware, New 
Jersey, Pennsylvania and New York have set up 
the Interstate Commission on the Delaware 
River. It has already established uniform regu- 
lations for maintaining the purity of the last 
great unexploited drinking-water supply in the 
East: new industrial plants must treat their 
wastes; and cities discharging sewage into the 
stream must build treatment plants to meet the 
standard requirements set by the Commission. 
Meanwhile, consideration is being given to a 
long-range program of power, flood control, rec- 
reation and industrial use. An aim less openly 
avowed is to forestall federal control. 


Incohio underway 


A similar commission on the Ohio River has 
been formed and is just getting to work. 

The trailer created many perplexing inter- 
state problems: taxation, schooling for trailer 
children, sanitation, differing safety require- 
ments in the various states. As a result of an 
interstate conference, trailer legislation in the 
participating states was held up until uniform 


*Arizona, Delaware, Idaho, Kansas, Louisiana, 
Maine, Missouri, Nevada, North Dakota, Texas, Utah 
and Washington. 


measures could be developed. Now there is a 
proposed uniform code for safety equipment, 
and a uniform sanitary code for trailer camps is 
in the making. 

Conferences on the broad question of high- 
way safety were held under Cosgo auspices in 
1936, 1937 and 1938, attended mostly by officials 
from Eastern states. Asa result New York, New 
Jersey and Pennsylvania exchange reports on 
motor vehicle law violations. The conference 
has endorsed model legislation calling for in- 
spection of all motor vehicles at stated intervals, 
a process which in states that have adopted it 
has caused a great improvement in the condi- 
tion of brakes and headlights, and in general 
mechanical performance. 


Social security problems 


The social security laws have created new 
puzzles which are being studied by an inter- 
state commission. Conforming to a program 
it has worked out, nine states have already 
passed uniform legislation covering the migra- 
tion of persons on relief, and regulating the 
establishment of domicile. 

The Council of State Governments has been 
carried to success by one man’s perseverance. 
Henry W. Toll, Denver attorney, was elected to 
the Colorado Senate in 1923. His Harvard- 
trained legal mind was shocked to discover 
that Colorado legislators had no information 
about what other states had done toward solv- 
ing their problems—what they had tried and 
found successful, or foolish. 

He tells of a real-estate lobby pushing a bill. 
“I don’t think it will work,” said a committee 
chairman. “Seventeen states have adopted this 
law, and it works fine,” retorted the glib 
lobbyist. 

“Nobody could dispute him,” Mr. Toll re- 
marks. “Yet we should have known the facts 
as a matter of routine.” 

In 1925 he started issuing, at his own ex- 
pense, a four-page pamphlet which urged law- 
makers all over the country to form an associa- 
tion through which to exchange experience, to 
get mutual assistance on problems, and raise 
lawmaking to profes- (Continued on page 132) 
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PRESSURE GROUPS AND OUR STATE LEGISLATURES 


The first of two articles which analyze the 
origin, methods, and control of pressure politics 


By BELLE ZELLER 
Department of Political Science, Brooklyn College 


expanded governmental activities and re- 

sponsibilities. With this development, 
the governmental process has become a group 
process in which organized minorities have be- 
come so closely identified with the formal 
governmental structure itself, as to constitute the 
real center of political and economic power. 
Pressure groups take their roots in cleavages 
within the state that are based on fundamental 
economic, geographical, racial and religious di- 
visions. The greater the diversity of interests, 
the greater is the number of pressure groups. 
The greater the number of pressure groups, the 
greater is the fear of those who remain unorgan- 
ized that they will be lost in this maelstrom of 
conflicting pressures. And so lobbies beget lob- 
bies. The lobbies center their attention upon 
those agencies of government that have the 
power to make decisions affecting the interest 
of their groups. Pressure groups therefore are 
interested in all three branches of our govern- 
ment—but particularly in the legislative branch 
as the chief policy-determining agency. A key, 
then, to the understanding of the legislative 
process is to be found in the activity of pressure 
groups. 


T HE complexities of a machine society have 


States’ powers increasing 

Under our federal constitutional system, the 
states retain the bulk of powers. Furthermore, 
with the ever-increasing expansion of federal 
power, there has been a corresponding increase 
in the power and influence of the state—particu- 
larly in the general field of social welfare. To 
mind comes such important welfare legislation 
as minimum wage laws, “baby” labor relations 
and social security laws. The influence of the 


states is further enhanced through the recent 
establishment in 35 states of commissions on 
interstate cooperation. In fact even the elaborate 
system of federal grants-in-aid is widening the 
activities of the states and strengthening their 
position in the federal system. | 


Public opinion sovereign 


Scientific research and technological develop- 
ment have made possible mass appeals never be- 
fore realized. An examination of modern pres- 
sure techniques reveals at once that public opin- 
ion is sovereign. This is the one encouraging and 
hopeful sign for the democracy, as the mighty 
army of pressure groups vie with each other for 
the public’s and legislature’s favor. Before the 
direct attack upon the legislature begins, pres- 
sure groups have been at work influencing the 
general public through the mass channels of 
propaganda such as the newspaper, the radio, 
the theatre, the school, the church. 

After striving to create a favorable public 
opinion for their cause, pressure groups then 
turn to the legislature. The two-party system has 
discouraged the direct representation of pres- 
sure groups in legislative bodies. The use of 
single-member constituencies rather than a 
system of proportional representation has made 
difficult the election of candidates of minority 
parties or the direct election of pressure group 
candidates. For the most part, interest groups 
have found it necessary to bring pressure to bear 
upon the leaders of the two dominant parties. 
Their demands cut across party lines. Some 
groups, as organized labor and agriculture, ac- 
tually prepare planks for inclusion in the party 
platforms of both major parties. They submit 
their recommendations to the Governor irre- 
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spective of party for incorporation in his annual 
message to the legislature. They make their 
demands upon the legislature regardless of its 
political complexion and expect results from 
either party in control. 


The labor lobby 


Of course, it is true that certain pressure 
groups have asked for more and have been 
favored more by the members of one political 
party than another. For example, a study of 
the votes cast on-284 major labor bills endorsed 
by the Federation of Labor which were intro- 
duced into the New York Legislature between 
1921 and 1935, indicates that 87.6 percent of 
those legislators who supported all the endorsed 
bills were Democrats, while only 11.8 percent 
were Republicans. On the basis of the records 
established in the legislature, the New York 
Federation of Labor compiles for its members 
at the close of each session a summary of the 
stand taken by the legislators on their en- 
dorsed labor bills and urges them to study this 
record before casting their votes in the primary 
and regular elections. Reward your friends, de- 
feat your foes! This is organized labor’s elec- 
tion cry. 

Other organizations with similar large mem- 
berships follow the custom of sending question- 
naires to candidates for legislative office. For 
example, the Joint Committee of Teacher Or- 
ganizations reported shortly before election day 
to some 37,000 New York City teachers the posi- 
tion of candidates on educational questions with 
the statement “a violation of these campaign 
promises, publicly made and officially attested 
for vote-getting purposes, should never be con- 
doned by the teachers of this city nor left un- 
punished by them when future elections present 
the opportunity.” 

After the candidate has been elected to office, 
the representatives of some pressure groups are 
in a position to influence the personnel of the 
standing committees. Political expediency now 
demands that these assignments be made pri- 
marily in the light of election day repercussions, 
giving due weight to the relative influence of 


Opposing pressure groups. 


STATE GOVERNMENT 


Normally, the modern lobby concentrates on 
the legislative leaders—the majority leaders and 
the chairmen of the committees in charge of 
bills. More and more, however, pressure groups 
have been presenting their cases to the rank and 
file of the legislature. This practice serves the 
purpose of flattering the so-called unimportant 
legislator who likes to feel that he has not been 
completely overlooked in the legislative process. 
At the same time, it acquaints the legislator with 
the sources in his local district from which he 
may expect support or opposition at the next 
election. This approach has also acquainted 
party leaders both in and out of the legislature 
with the special electoral dangers to which indi- 
vidual legislators are exposed. For this reason, 
legislative leaders have, at times, excused indi- 
vidual members from adhering to party lines in 
voting on a measure to which strong organ- 
ized opposition comes from their particular 
districts. 


Organized pressure 

It is from these local centers at a given signal 
that barrages of telegrams, letters and telephone 
calls descend upon the legislators. Many pres- 
sure groups effectively organized on a geograph- 
ical basis can bring pressure to bear upon legis- 
lators from all parts of the state. If voluntary 
responses are not forthcoming, they can be 
artificially stimulated as disclosed by the United 
States Senate investigation into lobby activities 
in connection with the Wheeler-Rayburn Hold- 
ing Company Act in 1935. 

A public hearing, too, offers another opportu- 
nity for the “folks back home” to demonstrate 
their strength before the very eyes of the legis- 
lature by means of mass delegations and other 
dramatic devices. It requires little imagination 
to realize, for example, that legislators secured 
little important information from 500 state civil 
service employees who paraded around the Cap- 
itol with a band to demonstrate their desire for 
passage of a civil service “career” bill. Pressure 
groups, with the noblest, as well as the most 
ignoble, purposes vie with each other in devis- 
ing spectacular publicity stunts. 

The task of the (Continued on page 124) 


* 
’ 


123 


UNIFIED CONTROL OR UNITED CONTROL? 


The problem of highway regulation 


. By RAY INGELS 
Director of Motor Vehicles for California 
President, American Association of Motor Vehicle Administrators 


with a state issue that must be viewed 
from a national aspect and solved to na- 
tional satisfaction—the issue of highway con- 
trol. 
Already, in some quarters, there exists agita- 
tion for a federal division of highway control 
and each year many of the millions of inter- 
state vacation tourists are recruited to the belief 
that there should be some agency to enforce 
uniformity regarding highway control meas- 
ures. The issue is clamoring for solution and, 
if we of the state governments are to preserve 
our prerogatives in government, we must move 
toward unified control in highway regulation or 
we will be faced with united control under a 
federal division. 


rey of every state today are faced 


The cross-country motorist 


The arguments of the interstate motorists 
possess logic and merit. Take the typical trip 
of a typical cross-country motorist. From New 
York to California he drives through eleven 
states and, in only two adjoining states are the 
speed limits the same. In the eight states which 
have fixed speeds, the differential in the legal 
rate amounts to as high as fifteen miles an hour. 
In one state there is no speed limit and in two 
the speed is fixed as reasonable. Following this 
particular route across the continent the motor- 
ist moves from one state where the speed is 
fixed as “reasonable” into another where the 
maximum speed is 35 miles an hour. Yet the 
physical highway conditions are not greatly dis- 
similar. We all can appreciate the confusion. 

And confusion is by far the smallest item 
when we look at the motoring picture as a 
whole. A major safety factor is involved for 


it can be appreciated that widely varying speed 
conditions in normally heavy traffic necessitate 
widely different driving habits and the driver 
who does not have his habits fitted to the fixed 
speeds faces additional hazards. He may not 
drive at the top levels allowed by state regula- 
tions but his driving pattern must fit in with 
those who do. Thus, when he moves into a 
state with a considerably different speed limit 
in normal traffic he may find his depth percep- 
tion and his reaction time in braking completely 
out of line. I mention only these two factors. 
There are many others. 

Variations in speed are not the only dis- 
crepancies. Perhaps our cross-country motorist, 
making a particularly leisurely trip, plans to 
spend five weeks with relatives in one state but, 
on his arrival, he discovers that his home state 
registration is good for only 25 days. If he stays 
longer he must apply for temporary registra- 
tion in the state he is visiting. True, the cost 
may be only 50 cents but there is the problem 
of inconvenience and the motorist’s feeling that 
he paid a full year’s registration on his car when 
he bought his original home-state license tags. 


Night motoring problems 


Headlights, for those tourists who travel at 
night, are another big and annoying problem. 
The motorist moves through one state and finds 
every approaching motorist apparently the soul 
of courtesy. Headlights go down when the ap- 
proaching car is within approximately 500 feet. 

But he crosses a state line and what hap- 
pens? The tourist feels the driver of every 
oncoming car is deliberately trying to blind him. 
The beams of the approaching machine literally 
crash against his windshield. 
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The explanation is this: Some states have 
dimming laws which are quite generally obeyed 
by enforcement and educational efforts, and 
other states are entirely without any form of 
compulsory dimming. 

Spotlights are still another problem. In one 
state our typical tourist may find himself flagged 
to the side of the road and told the use of a spot- 
light is illegal. Then, in another state, he may 
find spotlights used indiscriminately and to the 
point where they are an actual hazard to on- 
coming cars. 

A recitation of varying state laws on high- 
way regulations could be almost endless. And 
all of these things, from the standpoint of the 
layman, appear as valid arguments for federal 
control of the highways. 

What is the means of solution without per- 
mitting federal domination over still another 
function of state government? In one word— 
a word too often tritely used—it is codperation 
between the states. 

Two avenues of approach to cooperation pre- 
sent themselves. One is the Council of State 
Governments, the other the American Associa- 
tion of Motor Vehicle Administrators. 


Aid to legislators 


The American Association’s underlying pol- 
icy is the promotion of increased cooperation 
between the states, and the Association has in- 
augurated a fixed policy of helping in the so- 
lution of legislative problems in every state. At 
the annual national convention, scheduled in 
Detroit October 4 to 7, addresses and round 
table discussions will be devoted to these legis- 
lative problems. The participation of legisla- 
tors is being solicited. 

Aside from allaying all moves for federal 
highway control, state codperation can render 
a valuable humanitarian service in the promo- 
tion of highway safety. But every state must 
use the media at hand for the exchange of in- 
formation and ideas. The good one state is 
doing might be multiplied forty-eight times if 
only the other states had a detailed presenta- 
tion of the facts in the program and utilized 
the forum opportunities for codperative work. 
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PRESSURE GROUPS AND OUR 
STATE LEGISLATURES 


(Continued from page 122) _ legislator who 
has the public interest at heart is not enviable. 
He may sincerely believe that a pending bill 
is socially valuable; but he, as chairman of the 
committee considering the bill, cannot release 
it for a vote because the interests against the bill 
have been more articulate. On such an occasion, 
he may suggest to the Capitol lobbyist favoring 
the bill that the opportune moment had come 
for the arrival of letters and telegrams to offset 
the opposition’s earlier advantage. 

The closing days of a session are a trying 
period for many legislators. It is regrettable 
that much important work in our state legis- 
latures is done in an atmosphere of tension, 
confusion, stupor and reprisal. Witness the situ- 
ation in New York State at the close of its 1938 
regular session when 936 bills of a total of 1,061 
were passed during the adjournment weck. 
Many predatory interests are in the saddle at 
this time. It affords the opportunity to force 
through bills demanded by pressure groups 
of one mind before the other side becomes 
aware that the bills have been introduced. Un- 
der such circumstances, it is difficult to corral 
the support needed to kill these bills. 

Nor must it be overlooked that our legislators 
are called upon to grapple with many problems 
of a complexing and technical nature. The in- 
accessible nature of impartial and expert sources 
of information makes the legislator too depend- 
ent upon the biased information supplied by 
lobbyists and organized minorities. 


The concluding section of Dr. Zeller’s article 
will appear in an early issue. 


LATE FLASH 


Eight of the first ten arrivals at the Confer- 
ence of Governors’ Secretaries, held at the offices 
of the Council, 1313 East 60th Street, Chicago, 
identified themselves as former newspaper 
men. The other two were lawyers. The duties 
of a governor’s secretary are so many and varied 
that they compare with the functions of an un- 
official “minister with all portfolios.” 
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TAXATION: COOPERATION vs. CHAOS 


Uniform tax administration is necessary 
to prevent conflict and confusion 


By HERBERT L. MOUNT 


Member of Wisconsin Tax and Interstate Codperation Commissions 


the several states of the Union and the 

federal government is producing a situa- 
tion in which public resentment and criticism 
is rapidly becoming acute. While we have al- 
ways had forty-nine different tax structures, 
their inconsistencies and relative inequities were 
not generally felt until improvements in trans- 
portation and communication expanded the 
sphere of activity of commerce and industry 
from statewide to nationwide proportions. The 
objectionable features reach into every field of 
taxation—income, real and personal property, 
inheritance, public utility, sales, gasoline, liquor, 
and the other less important forms. 


ox and confusion in the tax laws of 


The interstate corporation’s income tax 


The business of most corporations extends 
into several of the thirty-two states having in- 
come taxes. Not more than two or three of 
these states use the same methods of allocating 
net income of corporations for purposes of in- 
come taxation, but use various combinations of 
ten different elements as formulae for the com- 
putation of such income. These elements are: 
real physical property, sales, wages, expense of 
doing business, cost of manufacturing, payroll, 
accounts receivable, stock held, gross receipts 
and purchases. In three of the states no formula 
is provided by law, and in some others the 
method is left to the tax commission to deter- 
mine with, and in some cases without, the ap- 
proval of the governor. 


The result of the appalling lack of uniformity 


in state statutes, to use but one example, is that 
while one corporation operating in Wisconsin 
and Minnesota is called upon to pay a total tax 
upon 160 per cent of its income, another corpo- 


ration operating in both states under different 
circumstances is obliged to pay combined taxes 
upon only 40 per cent of its total income. While 
these examples are extreme, they demonstrate 
the inequalities which arise by the use of differ- 
ent factors in these adjoining states. Similar ex- 
amples resulting in either excessive or insufh- 
cient taxation could be pointed out as to all of 
the states having income tax laws. 

At least twenty of these states use the factor 
of sales within the state as a minor or major 
part of the apportionment formula. The laws 
and rules of the several states involved differ 
widely as to what constitutes a sale within a 
state. Under the various apportionment rules 
now prevalent the same sales may be allocated 
and fully taxed by each of two or three states or 
by no state, depending upon the peculiar facts 
and circumstances present in each case. In the 
one case double or triple taxation results, and in 
the other no taxation whatever. The adoption 
of a uniform rule as to the allocation of sales 
and uniform apportionment formula is the only 
solution to this perplexing problem. 


Personal income tax tangle 


Similar problems arise in connection with 
allocation of items of personal income produced 
by real estate or personal services. Thus, a resi- 
dent of Wisconsin is taxed by that state upon 
all of his income derived from personal services, 
while Minnesota taxes only upon his salary 
earned in the performance of personal services 
within that state. Wisconsin taxes non-residents 
upon net rents received from Wisconsin prop- 
erty, but does not tax its residents upon rents 
received from out of state property. New York 
taxes its residents upon all rents received. The 
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same personal income may be taxed by two or 
more states, while other personal income may 
not be taxed by any state although received by 
a resident of a state which imposes an income 
tax and arising out of property located in a state 
which also has an income tax. 


Personal property tax 

The situation in the several states imposing 
a tax on personal property is most chaotic of 
all. Personal property is usually taxed at its 
full market value as of a given date. This 
assessment date varies widely in the several 
states imposing this tax, with the result that 
industries often seek those states, as the site of 
their activities, in which the assessment date is 
most favorable to the seasonal activity of the in- 
dustry in question. Some states assess personal 
property upon the basis of one-twelfth of the an- 
nual production, which would appear to be most 
fair to the largest number. Discrimination re- 
sults, however, when industries are obliged to 
compete upon the basis of unequal tax burdens. 
To compete successfully one must find ways and 
means of avoiding the personal property tax by 
having a low inventory at tax time, thereby dis- 
rupting production schedules and destroying 
continuity of employment. The laws providing 
for taxation of merchandise in storage in com- 
mercial warehouses likewise generate situations 
which encourage evasion by manipulation of 
stocks to escape assessment dates. 

Considerable confusion results from the use of 
variable methods of reporting and assessing in- 
ventories; from lack of uniformity in the inclu- 
sion of factory burden, such as shop and office 
overhead, repairs, light, heat and power, insur- 
ance, et cetera, in computing assessed value, and 
from divergent policies among the states in the 
inclusion of prepaid federal and state excise 
taxes on tobacco, liquor, et cetera, in the deter- 
mination of assessed values. The unscientific 
muddling of these elements of personal property 
tax administration has led to extensive evasion 
by many industries engaged in interstate opera- 
tion, with the result that the state having the 
highest standards of property tax statutes and 
administration suffers in comparison. In other 


words, the system as it now exists places a 
premium upon lax administration, inefficient 
supervision, and ineffectual legislation. The 
time, elements and methods of assessment of 
personal property should be standardized 
among the states. 

During the past few years many hard hit 
communities have adopted the practice of at- 
tempting to lure industries by offering tax sub- 
sidies at the expense of farm and home owners 
in the imposition of real property taxes. This 
has been accomplished in some states by reason 
of the failure or inability of state taxing authori- 
ties to equalize assessment conditions. 

Manufacturers, as a class, do not object to 
the payment of fair property taxes as such. What 
they do object to is the advantage enjoyed by 
competitors in neighboring states who profit 
by inefficient and unsound methods of property 
tax assessment, or by intentional favoritism. If 
uniformity in the classification and assessment 
of real and personal property were generally 
adopted and practiced it would eliminate com- 
petition among states for industry upon this 
false basis, facilitate the interchange of informa- 
tion on the part of taxing authorities, and gen- 
erally raise the standards of assessment pro- 
cedure in property tax administration. 


Taxation of banks 


Federal laws and decisions as to state taxation 
of national banks have practically deprived the 
states of revenue from the taxation of all banks. 
The federal prohibition against taxation of per- 
sonal property of national banks compels the 
states to exempt state banks from similar taxa- 
tion or else discriminate against them. The tax- 
ation of banks, in any case, is not on a compar- 
able basis with other general mercantile or 
manufacturing corporations because of the fact 
that, in addition to the income tax, the latter are 
required to pay taxes on all tangible personal 
property. The banking industry, therefore, is 
not bearing its fair share of the cost of gov- 
ernment. Since the conditions which once 
prompted Congress to prohibit the states from 
taxing the personal property of national 
banks, no longer (Continued on page 133) 
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WASHINGTON NEWS NOTES 


Stream pollution receives attention on Capitol Hill 


By The Council’s Washington Representative 


Stream Pollution Ending a long contro- 
Legislation versy as to method, Con- 

gress finally completed 
action on legislation invoking federal assistance 
in the work of combating stream pollution. The 
Senate bill, sponsored by Senator Lonergan of 
Connecticut, would have given the federal gov- 
ernment the power to compel compliance with 
decrees fixing purity standards for the various 
drainage basins after a certain period. The 
House, on the other hand, favored a measure 
that called for a more codperative approach. As 
accepted by the conference committee, the legis- 
lation rejects the harsher Senate proposals. It 
sets up a division of Water Pollution Control 
in the Public Health Service and authorizes 
loans and grants to assist municipalities and 
other public agencies in constructing proper 
works for the treatment of sewage and other 
waste material discharged into navigable wa- 
ters. The legislation also gives the consent of 
Congress to interstate compacts for cooperative 
assistance in controlling and reducing stream 
pollution. With the approval of the conference 
report in both Houses the measure only lacks 
the President's signature to become a law and 
there is no reason for believing that this final 
approval will be withheld. An effort is being 
made in the short time before adjournment to 
provide funds for starting the operation of the 
program by attaching an amendment to the 
second deficiency bill. 


Before approving the new 
federal aid highway bill, 
Congress threw out Senate 
amendments that would have increased the se- 
verity of the present law penalizing states that 
divert gasoline tax money to other than high- 
way uses. Under the present law, a state found 


Penalizing 
Tax Diversion 


to be indulging in tax diversion of this sort is 
subject to the penalty of having an equivalent 
amount of its federal-aid allotment withheld up 
to a certain maximum percentage of the amount 
due. What the amendment sought to do was to 
establish a complicated ratio that would prevent 
the permissible diversion from being increased 
even though total collections of gasoline taxes 
and other motor vehicle funds are raised. An- 
other Senate amendment was rejected that 
would have penalized a state for making state 
collected road funds available to counties or 
cities even though the money were actually 
spent for road work, unless the state highway 
department exercised jurisdiction over the oper- 
ations. Such allotments would have been 
counted as diversions. The conference commit- 
tee balked at accepting such restrictions and the 
amendments were rejected. The measure in- 
volved was the authorization bill carrying the 


federal aid program over the fiscal years of 
1940 and 1941. 


Tax Exemption Attorney-Generals of twen- 
Issue ty-six states met with United 

States Treasury officials to 
discuss the effects of the recent Supreme Court 
decision which approved the application of the 
Federal income tax to employees of the New 
York Port Authority. The Attorney-Generals 
favored congressional legislation prohibiting 
the retroactive collection of such taxes from em- 
ployees of state or interstate governmental 
agencies. While Treasury officials remained un- 
convinced and Congressional leaders marked 
time, the Supreme Court acted to stay its order, 
recalling the case for further consideration to 
determine the application of its ruling to various 
classes of employment. No further action is 
expected at the present time. 
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COSGO BOARD OF MANAGERS 


C. A. Dykstra 


_ Harold W. Dodds | 
Harold W. Dodds, President of Princeton Uni- 


versity since 1933, brought to this position years 
of academic and administrative experience. His 
record at Purdue, Western Reserve, and Prince- 
ton is evidence of his ability as professor of 
the social sciences. His administrative skills 
were utilized by the U. S. Food Administration 
during the World War, and by the National 
Municipal League for whom he was secretary 
from 1920 to 1928. From 1922 to 1928 he was 
adviser to the Nicaraguan Government. 


Clarence A. Dykstra | 


Clarence A. Dykstra, now President of the 
University of Wisconsin, stands in the front 
rank of specialists on administration and pub- 
lic relations. To mention the directorship of 
personnel and efficiency in the Los Angeles 
Department of Power and Water (1926-1930), 
City Managership of Cincinnati (1930-1935), 
advisory services to the Federal Government, 
and university appointments at Ohio State, 
Kansas and California, is merely to skim the 
highlights of a career that has effectively com- 
bined the theory and the science of public ad- 
ministration with its practice. 


Administrators all 


Louis Brownlow 


C. H. Morrissett 


| C. H. Morrissett 


Carlisle H. Morrissett has served since 1926 
as Tax Commissioner of Virginia. His long 
experience has been drafted for several tax re- 
vision committees, not least among which has 
been the Interstate Commission on Conflicting 
Taxation. A law graduate of Washington and 
Lee University in 1914, he revised the notes of 
the Code of Virginia in 1919, and directed its 
Legislative Reference Bureau from that year 
until his appointment as Tax Commissioner. 
He is a vice-president of the Council. 


Louis Brownlow | 


Fifteen years in the field of journalism gave 
Louis Brownlow many insights into the be- 
havior of men and political institutions which 
have had a share in marking him as the dean 
of American public administrators. During 
the World War he presided over the District of 
Columbia’s Board of Commissioners. Subse- 
quently he has been City Manager, Chairman 
of the President’s Committee on Administrative 
Management and of the Social Science Research 
Council’s Public Administration Committee, 
and Director of the Public Administration 
Clearing House since 1931. 
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FEDERAL TAXATION OF STATE EMPLOYEES 


Those not engaged in “usual” or “essential” functions of state 
government must pay 


tion of the United States revenue acts in 

the imposition of the federal income tax, 
Guy T. Helvering, Commissioner of Internal 
Revenue, has recently issued a statement of the 
law in regard to the taxability of compensation 
received by officers and employees of the states 
or their political subdivisions as it appears to 
have been settled by statutory enactment and 
court decisions to date. 

Mr. Helvering points out that “the doctrine 
of immunity from federal taxation of state 
agencies or instrumentalities essential to the 
discharge of their ‘usual’ and ‘essential’ func- 
tions of government is not expressly stated 
in the Constitution but has been established 
by decisions of the United States Supreme 
Court holding that due to an ‘implied’ consti- 
tutional restriction the federal government 
cannot interfere with the states in the discharge 
of such functions. The exemption does not 
exist for the benefit of the individual but solely 
to protect the exercise of the sovereign powers 
of the states and their political subdivisions. 


T: insure greater uniformity in administra- 


The court’s distinction 

“The United States Supreme Court in Flint 
vs. Stone Tracy Company (220 U. S. 107) said 
that ‘the true distinction is between the at- 
tempted taxation of those operations of the 
states essential to the execution of its govern- 
mental functions, and which the state can only 
do itself, and those activities which are of a 
private character.” (Italics ours.) 

In general, compensation of receivers ap- 
pointed by the state courts, and liquidators 
of banks and insurance companies, which is 
paid out of the funds or assets of the corpora- 
tions involved, is not exempt. 

As a general rule the compensation of Mas- 
ters appointed by state courts to hear and to 


report on specific cases, receivers, auditors, 
examiners, guardians of assets of incompetent 
persons, appraisers, and public administrators 
will be subject to tax. 


Proprietary activities taxable 

The treasury Department has decided that 
it was not the intention of Congress to impose 
federal income tax directly on the states or 
political subdivisions thereof. Therefore such 
governmental units which manufacture or sell 
alcoholic beverages are not taxed on profits. 
However, the activity is proprietary in nature 
and not essentially governmental. Therefore 
the compensation of officers and employees en- 
gaged in manufacturing or selling beverages is 
subject to federal income tax. 

Commissioner Helvering points out that by 
reason of court decisions the maintenance of 
public parks is essentially a governmental 
function, and the compensation of park off- 
cers and employees is consequently exempt. 
The commissioner holds that the operation of 
charitable or isolation hospitals or hospitals 
for insane persons is the exercise of an es- 
sential governmental function, whereas the 
operation of a general hospital where charges 
are made to such patients as may be able to 
pay is a proprietary function. 

Compensation of officers and employees of 


‘state banks, the Commissioner states, has been 


held by court decision to be subject to tax 
since the operation of state banks is a pro- 
prietary function. The construction, own- 
ership and operation by a state or political 
subdivision of wharves, piers, elevators, ter- 
minals, icing plants, warehouses and other 
port facilities; the employment of harbor pi- 
lots; irrigation and reclamation districts; and 
similar activities have also been: held to be pro- 
prietary functions for income tax purposes. 
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SECRETARIES OF STATE 


Women are now custodians of the Great Seals 


of three states 


1TH the appointment of Hon. Belle 

W Reeves as Secretary of State of Wash- 
ington by Governor Martin, three 
women now hold this major state cabinet of- 
fice. Besides Mrs. Reeves, Hon. Goldie Wells 
is Secretary of State 
of South Dakota, and 
Hon. Elizabeth Gon- 
zales is Secretary of 
State of New Mexico. 

Mrs. Reeves was ap- 
pointed to fill the un- 
expired term of Dr. 
Ernest N. Hutchinson 
who died on January 
30, 1938. 

Mrs. Reeves, who 
arrived in Washing- 
ton territory in 1888, 
qualifies as a_bona- 
fide Washington State pioneer. Besides teach- 
ing school in the nineties, she published with 
Mr. Reeves the first newspaper of the frontier 
towns of Wenatchee, Ellensburg and Leaven- 
worth. 

Secretary Reeves, in addition to her activities 
in public life, is the owner-manager of a large 
ranch in Chelan County near Wenatchee, the 
city which advertises itself as the “Apple Capi- 
tal of the World.” 


KANSAS MANUAL 

Secretary of State Frank J. Ryan has recently 
published the Directory of State Officers, 
Boards and Commissions, an interesting and 
useful directory of Kansas’ state government, 
including a population chart of the cities of 
Kansas. The Directory contains, as well as the 
Constitution of the state, a list of all amend- 
ments proposed to the state Constitution since 


its adoption, together with the vote on them. 
It contains also a brief history of the state, an 
interesting description of Kansas’ state build- 
ings, and contains a full colored page of the 
Kansas state flag which was adopted in 1927. 
On the back of the frontispiece Secretary Ryan 
shows himself a poet as well as an administrator 
in his “A Tribute to Kansas.” 


TOWNSHIP GUIDE 


A manual for the guidance of all township 
officers in the performance of their official du- 
ties will presently be issued by the Hon. Leon 
D. Case, Secretary of State of Michigan, in ac- 
cordance with action taken by the 1937 Legis- 
lature. There are 1,266 townships in Michigan, 
and as many as four Justices of the Peace in 
each township. This requirement, together 
with those for members of the Legislature, state 
officials, state law library, and other official 
needs, will mean printing approximately 8,000 
copies of the guide. There are approximately 
190 forms used by township officers included 
in the book, together with a copy of the Mich- 
igan Constitution. It will contain excerpts 
from all laws bearing on townships and town- 
ship officials and it will be a publication of 
800 pages. 


ANNUAL REPORT 


The extension of personal registration 
throughout the state, the use of uniform regis- 
tration books, and the filing of independent 
nominations on the same date as those by par- 
ties are among the recommendations for legis- 
lation contained in the Annual Report of the 
New York Department of State recently issued 
by Hon. Edward J. Flynn. The report shows 
total receipts during 1937 of $2,440,616.77. by 
the Department. 
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LEGISLATURES 


Constitutional conventions ponder changes in basic law 


tions this year. New York’s convention, 
its eighth, is not likely to adjourn until 

the end of July. It has already received nearly 
700 proposals for constitutional revisions. 

New Hampshire’s twelfth constitutional con- 
vention, which convened on May 11, adjourned 
on June 1, leaving the following proposals for 
the consideration of voters: (1) to permit ab- 
sentee voting; (2) to strike out the word “male” 
from the constitutional qualifications for voting 
and to authorize legislative redefinition of the 
term “pauper” for voting purposes; (3) to pro- 
hibit the diversion of gasoline and motor vehicle 
taxes for other than highway purposes; (4) to 
decide on graduated income and inheritance 
taxes, a sales tax, and taxes on timber, machin- 
ery, and stock-in-trade. To be incorporated in 
the Constitution, each proposal must receive 
approval of two thirds of those voting thereon. 
New Hampshire is the only state which does not 
permit the legislature to propose constitutional 
amendments. (In some states, however, this 
power is restricted to definite intervals.) 

Efforts to place on the November ballot the 
question of calling a constitutional convention 
in Illinois were recently defeated in the special 
session of the legislature. 


Ta states have held constitutional conven- 


Summer vacation 


New Jersey’s 162nd Legislature recessed from 
June 9 to June 16, and from June 16 to October 
17. Its major accomplishments included: the 
enactment of laws to protect the public by re- 


quiring venereal disease tests of applicants for 


marriage licenses and of expectant mothers; 
adoption of recommendations made by the 
Princeton University Survey Commission de- 
signed to give the state more effective control 
over local finances; enactment of laws permit- 
ting the creation of local housing authorities to 
participate in the federal program; creation of a 


commission to recommend a permanent unem- 
ployment relief program to the next legislative 
session; and passage of fair trade legislation. 
The $39,256,036 appropriation bill for 1938, 
$2,000,000 under the original estimate, also pro- 
vides for an improved budget procedure. A bill 
to establish a labor relations board was defeated. 


Relief money 


Soon after convening in special session, IIli- 
nois legislators appropriated $4,500,000 for ad- 
ditional relief. Chicago claims there is a need 
for still more money than it will receive as its 
share under this appropriation. 


SESSIONS 

Now meeting 
Regular sessions: Convened: 
January 11* 


*Recessed June 9 to June 16, 
June 16 to October 17 


Special sessions: 


May 20 


Recent adjournments 


Regular sessions: Adjourned: Convened: 
Kentucky ....March 1... January 4 
Mississippi .. . April 13... January 4 
New York ...March 19... . January 5 
RhodeIsland. . April 21... . January 4 
South Carolina.May 7....January 11 
Virginia ..... March 22....January 12 

Special sessions: 

Arkansas ....March 26....March 10 
California ....March 12....March 7 


Georgia ..... February 12....November 22 
...... March 4....February 7 
Kentucky ....May 28... .May 23 
March 4....November 29 
Constitutional Conventions 
Adjourned: Convened: 
New York ... April 5 
New 
Hampshire June 1... May ll 


¥ 
Sy * * 
=> 
1925 
| 
| 
“4 


132 


THE STATES PUT THEIR 
HEADS TOGETHER 
(Continued from page 120) sional standards. 
His efforts during the next four years aroused 
only meager response among the 7500 legis- 
lators of the country, but in 1929, Senator 
George Woodward of Pennsylvania began to 
make contributions. Three other scattered 
legislators gave some money. Next year the 
Spelman Fund offered financial backing and 
an office for a Legislators’ Association in Chi- 
cago. Chicago was chosen because of its central 
location and because of the obvious advantage 
of close association with the faculty of Chicago 
University, intensely interested in Henry Toll’s 
attempt to bring order out of interstate chaos. 


The organization of the Council 


During the next five years the growing im- 
portance of the meetings of the Legislators’ As- 
sociation made it evident that other depart- 
ments of state government could profitably use 
such machinery for cooperation—and the Coun- 
cil of State Governments was organized. The 
New Deal, with its steady pressure for central- 
ization of powers, undoubtedly has given im- 
petus to the movement. There is much justice 
in the assertion that the states have failed in 
many respects to do a good job. Some better 
means of getting things done had to be found, 
or no one could justly say much against federal 
assumption of power. That is why 36 states 
have joined up in three years, and why the 
rest are waiting in line. 

The real test of the new machinery will 
come when the Council of State Governments 
leaves such non-controversial matters as crime 
control and takes the offensive in matters where 
there is serious economic rivalry, and where big 
business interests haul legislatures this way and 
that. The Great Lakes fisheries case is some- 
thing of a test. For 50 years the commercial 
interests have been able to play one state against 
another so skillfully as to abort all efforts to 
cut down the intensity of fishing. 

Yet, to quote James Truslow Adams again, 
this “is the only way of preserving democratic 
institutions. No work being done today in 
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America is of more vital importance than that 
being done for state codperation. The public 
does not hear much of it, but it should hear 
more.” 


STATE STATISTICS 


According to a recent announcement by Mr. 
C. E. Rightor, Chief Statistician of the Divi- 
sion of Statistics of States and Cities, the Bureau 
of the Census is again collecting data for its an- 
nual report entitled “Financial Statistics of the 
States.” This series was compiled and published 
annually from 1915 until 1931, when it was 
temporarily discontinued because of lack of 
funds. In order to report the complex state 
finances more adequately, the classification of 
accounts has been revised. 


FILIBUSTER CONTROL 


A traffic light system has been adopted by 
the Southern Rhodesian Parliament to control 
the length of the speeches of its members. When 
a member rises for a few well chosen remarks 
a green light appears on the clerk’s desk. Five 
minutes from the time limit an amber light re- ~ 
places the green. When the time is up a red 
light flashes the member back into his seat. The 
only difficulty so far is that the speech-makers 
talk so fast after the light goes amber that it 
is impossible to take down their remarks. 


EFFICIENCY AND DEMOCRACY 


Some governmental authorities profess to see 
a threat to local democracy in the taking over 
by the state of local functions. To the extent 
that such functions are of state-wide interest 
and are of a nature to be more efficiently ad- 
ministered by the state, such a transfer of func- 
tions seems to be in the interest of the citizen. 
The citizen is, or should be, the final arbiter as 
to the unit of government administering each 
function, and he can assume democratic priv- 
ileges and responsibilities as effectively in con- 
nection with Federal and state governments as 
with local units. Hence, democracy is enhanced 
rather than impaired by a rational distribution 
of functions among the various layers of gov- 
ernments.—Tax Policy, May, 1938. 
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TAXATION: 
COOPERATION vs. CHAOS 


(Continued from page 126) exist, this subject 
should receive the earnest consideration of the 
several states. | 

Railroads, telegraph companies, express com- 
panies, sleeping car companies, street railway 
companies, light, heat and power companies, 
et cetera, are assessed by most states on the basis 
of full market value of operating property 
within the state. This property, when assessed, 
is then taxed usually at the average state 
rate. 

For the purpose of assessing operating prop- 
erty various factors are used, namely, market 
value of stocks and bonds, capitalized income, 
cost of reproduction less depreciation, main 
track mileage, all track mileage, gross revenue, 
car and locomotive mileage, revenue traffic units 
and I. C. C. valuation of physical property. Each 
state develops its own formula and uses the one 
which will produce the highest valuation and 
consequently the greatest revenue. Therefore, 
the sum total of all unit values often exceeds a 
reasonable figure. Unquestionably some degree 
of standardization in methods of assessment for 
the purpose of utility ad valorem tax would 
produce very desirable results by way of elimi- 
nating tax resistance, litigation and administra- 
tive expense. 

The situation in the entire property tax field 
indicates that the greatest need is for a sound 
basis of equalization on statewide bases. This 
question is of particular importance in the field 
of public service corporations which are gener- 
ally conducted without regard to state bounda- 
ries. Reforms in this field do not necessarily 
mean that states will receive more taxes, but that 
they will receive taxes from the right sources 
and in proper and just proportion. This is the 
goal of equalization. 

Conflicting state laws produce many anoma- 
lous situations in the field of inheritance taxa- 
tion. 

The preliminary question is usually that of 
domicile coupled with the question of which 
jurisdiction is to determine it. The general sit- 


uation is well illustrated by the case of William 
T. Dorrance, late president of the Campbell 
Soup Company, who died in 1930 leaving an es- 
tate of $115,000,000, comprised largely of in- 
tangible personalty. Both New Jersey and 
Pennsylvania claimed the right to tax all of his 
property and the courts of last resort in both 
states held him to be domiciled therein. Five 
appeals were taken to the United States Supreme 
Court urging it to determine the controversy, 
but it refused to take jurisdiction. As a result, 
the estate paid taxes of approximately $17,000,- 
000 to Pennsylvania and over $15,000,000 to 
New Jersey, based upon the full value of the 
estate in each case. In other cases the proposi- 
tion has worked in reverse, resulting in under- 
taxation. 


State codperation and reciprocity 


Ultimately the problem is one which must be 
settled by cooperation and reciprocal action by 
states. Several methods are possible. First, 
states might permit sister states to intervene in 
court proceedings for the purpose of litigating 
domiciliary questions. Second, the states might 
by agreement divide the taxes due by ordinary 
compromise methods. The third method, 
which appears to be most satisfactory, is the en- 
actment of reciprocal legislation providing that 
arbiters be selected from neutral states to hear 
and finally determine questions of domicile. Un- 
der this method a convenient, inexpensive and 
mutually satisfactory solution could be de- 
veloped. 

Another serious question arises in this field 
in determining the situs of intangible personal 
property. To a large extent, not only in in- 
heritance taxation but also in gift taxation, the 
power to tax depends upon the location of the 
property. Uniform and reciprocal statutes 
should be enacted which would eliminate the 
most troublesome questions of the situs of in- 
tangible personal property. 

The crazy quilt pattern of sales, gasoline and 
liquor taxes, with fifty-seven varieties of rates, 
exemptions and types of enforcement and col- 
lection, is so familiar to every one as to require 
no extended description. The border cities of 
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every state in the Union are scenes of continual 
chiseling, cheating, smuggling and general con- 
fusion. Reprisal, recrimination and commercial 
border warfare is in continuous progress. This 
unhealthy condition must, of course, be rem- 
edied and interstate codperation appears to be 
the only effective solution. 


Interstate collection of taxes 


Until the recent decision of the United States 
Supreme Court in the case of Milwaukee County 
v. M. E. White Co. (80 L. Ed. 220, 296 U. S. 
268), there was no legal method by which one 
state could collect and enforce its tax claims in 
the courts of another state or of the United 
States. 

In the White case the United States Supreme 
Court upheld the right of Milwaukee County to 
sue the White Company, formerly of Wiscon- 
sin, in the federal court at Chicago upon an in- 
come tax judgment validly obtained in Wis- 
consin. 

The subject is one of great concern to all states 
and should be covered by reciprocal statutes giv- 
ing tax authorities the right to sue in courts of 
other states upon valid tax liabilities as well as 
upon judgments against former residents of the 
taxing state. 

If more uniformity in income tax laws and 
practices could be obtained, most of the objec- 
tions to enforcing tax claims in other states 
would disappear. A full discussion of the sub- 
ject, however, should produce an inexpensive 
and speedy procedure for interstate collection 
of taxes. 

Tax evasion widespread 

Tax evasion is rapidly becoming more prev- 
alent. It is no longer considered an offense 
involving moral turpitude, chiefly because of 
the general public attitude of tax resistance. 
Tax resistance is brought about by inequities, 
inequalities and discrimination existing in un- 
sound legislation and inefficient administration. 
The existence of such conditions practically in- 
vites evasion. To attempt to eliminate evasion 
by criminal process and heavy penalties is to 


attack the effect without reaching the cause. 

Principles of comity, reciprocity and uniform. 
ity injected into the tax structures of the several 
states could make it impossible to manipulate 
merchandise, intangibles, domicile, books and 
records, and to use legal schemes and devices 
for purpose of tax evasion and avoidance. Not 
the least important result of such a program 
would be to facilitate the interchange of valu- 
able confidential information among the states. 

These observations were intended to be as 


brief and free from detail as the nature of the 


subject will permit. Obviously, a thorough study 
of these matters could be extended into many 
volumes. The writer has not been concerned 
primarily with the question of whether the 
states are collecting too much or too little taxes, 
but rather with the main objective of fair, equit- 
able and non-discriminatory tax administration. 
Taxation is a very intricate science. Unfor- 
tunately, it is a field which has become a battle- 
ground for political conflict. The present cum- 
bersome patchwork of tax laws, rules and regu- 
lations throughout the country demonstrates the 
vital need for a thorough, intelligent, impartial 
and scientific overhauling. 


FROM THE ARCHIVES 


“In due course of time, motorists will be 
guided throughout Pennsylvania by a uniform 
system of signs that, to say the least, will be a 
material aid in reducing accidents and confus- 
ing motorists.”"—Altoona, Pa. Mirror 

With confusion on a uniform basis, we'll 
really be getting somewhere.—The New Yorker 


The first time in the history of the United 
States that a Supreme Court composed entirely 
of women tried a case was in Texas in 1925. The 
case has been cited numerous times since then. 


Chivalrous outlaws beware! A perusal of 
census figures reveals that there are 274 women 
sheriffs (shades of Annie Oakley!) in the 
United States. Additional petticoat police are 
the nation’s 62 female marshals and constables. 
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ATTORNEY-GENERALS 


Recent Supreme Court decision of far-reaching significance 


the states, with particular reference to 

the independence of their judicial branch, 
the Supreme Court rendered a very significant 
decision during the last term, and in doing so, 
overturned almost a century of precedents. 

Yet the effect of this case, entitled Erie 
R. R. vs. Tompkins, has escaped the notice of 
most people. Probably the reason for this lies 
in the fact that the situation presented for 
determination appeared to be just another one 
of the many actions against railroads for in- 
juries caused by passing trains. Tompkins, a 
Pennsylvania citizen, was injured in that state 
by an Erie train. He brought an action in the 
federal court in New York state where the Erie 
is incorporated and claimed that the accident 
was caused by the negligence of the railroad. 
The Erie denied liability on the ground that 
according to Pennsylvania law, as established 
by its courts, Tompkins was a trespasser and 
that Pennsylvania law should govern the case 
since the injury occurred there and the plain- 
tiff Tompkins was a resident of that state. 
Tompkins countered that there was no Pennsyl- 
vania statute on this subject, and therefore the 
federal court should determine the Erie’s lia- 
bility as a matter of general law. 


Fe the standpoint of a sovereignty of 


Diversity of citizenship doctrine 

This contention was sustained by the Circuit 
Court of Appeals, which held that it was un- 
necessary to determine what the Pennsylvania 
law was because the question was one of gen- 
eral, not of local, law, and that upon such 
questions the federal courts, exercising juris- 
diction because of diversity of citizenship, are 
free, in the absence of local statute, to deter- 
mine independently what the state law is—or 
should be. 

Thus once again the old doctrine was affirm- 
ed—the rule of construction which had long 


ago been placed upon the federal Judiciary 
Act of 1789 by the Supreme Court. 

But when the case came before the Supreme 
Court on certiorari, the Court reversed the 
judgment for Tompkins, admitting that its in- 
terpretation of the Act had been wrong, not 
only in theory but in practice. The purpose 
of the rule in diversity of citizenship cases 
was to allow non-citizens to sue in a federal 
court where questions could be decided by an 
impartial tribunal, free from local prejudices, 
and thereby prevent discrimination against 
non-citizens in favor of citizens. But the in- 
justice of the rule early became apparent in 
many cases where the federal and state courts 
applied different rules, and the non-citizen, 
with his right of electing the forum, could sue 
in the court applying the rule most advan- 
tageous to him. 


Rights reserved to states 


The Court pronounced unconstitutional the 
doctrine so long adhered to in its own decisions 
as depriving the defendant citizen of the equal 
protection of the laws, and as invading states’ 
rights reserved by the Constitution. 

The effect of the decision can best be stated 
in the words of the Court: 

“Except in matters governed by the Federal! 
Constitution or by Acts of Congress, the law 
to be applied in any case is the law of the State. 
And whether the law of the State shall be de- 
clared by its Legislature in a statute or by its 
highest court in a decision is not a matter of 
federal concern . . . Supervision over either the 
legislative or the judicial action of the States 
is in no case permissible except as to matters 
by the Constitution specifically authorized or 
delegated to the United States. Any inter- 
ference with either, except as thus permitted, 
is an invasion of the authority of the State and, 
to that extent, a denial of its independence.” 
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GOVERNORS 


Executive limousines parade lowest license tags 


states—Arizona, Arkansas, California, 

Connecticut, Delaware, Indiana, Iowa, 
Louisiana, Michigan, Mississippi, Nevada, New 
Hampshire, New York, North Carolina, North 
Dakota, Oklahoma, Tennessee, Vermont, Vir- 
ginia, and West Virginia—because in these states 
the chief executive receives the “lowest” license 
number for his automobile. The New Hamp- 
shire governor is given number 100 instead of 
“No. 1” because that is the lowest number is- 
sued. In Connecticut and West Virginia an 
extra “No. 1” tag is provided for the governor’s 
family car. North Carolina does not allow its 
governor to be exclusive with a “No. 1” tag 
since an additional one is provided for the chair- 
man of the State Highway Commission. Iowa 
issues a “No. 1” tag to the first applicant in each 
of the state’s 99 counties in addition to the state- 
wide “No. 1” which the governor receives. 


T HE governor is “No. 1” motorist in twenty 


Mississippi homestead exemption 


Governor Hugh White has indicated that he 
may call a special session of the Mississippi legis- 
lature “around July 7.” The most important 
subject for consideration will be the exemption 
of homes from local taxes. A joint legislative 
committee has been studying homestead ex- 
emptions and will work out a plan to exempt 
every homestead, regardless of value, from all 
taxation. The Governor said that a lengthy 
check of statistics showed that the annual loss 
to the political subdivisions of the state by a 
complete exemption of all homesteads would 
amount to approximately $3,372,000 a year. 
The state already has a $2,500 homestead 
exemption. 

Several Mississippi legislators are planning 
to introduce bills providing for a one cent tax 
on each bottle of soft drink, and a one cent 
increase in the cigarette tax. This would make 
a total tax of 4 cents on each package of cig- 


arettes. If adopted, the two bills would each be 
expected to raise $1,000,000 a year to help offset 
the loss from complete homestead exemptions. 
It is expected that other subjects will be pre- 
sented for legislative consideration. 


Secretaries exchange suggestions 


Governors’ secretaries from more than a 
dozen states attended the first annual Confer- 
ence of Governors’ Secretaries at the offices of 
the Council of State Governments in Chicago 
on June 24 and 25. Through the exchange of 
experiences in a number of round table discus- 
sions, they received a variety of suggestions for 
improving the effectiveness of their offices. The 
following problems were discussed: “The Gov- 
ernor and Legislative Contacts,” “Advance In- 
formation to the Press,” “Routine Office Prob- 
lems,” and “The Secretary as a Coordinator of 
State Departments.” Roy A. Powell, Chairman 
of the Conference, and Henry W. Toll, Director 
of the Council of State Governments, outlined 
the development of the Conference and sug- 
gested opportunities for codperation between 
the Conference and the Council. The conferees 
elected Arthur P. O’Brien, secretary to Gover- 
nor Horner of Illinois, as Chairman of the or- 
ganization for the ensuing year. 


Kentucky welfare session 


As Governor Albert B. Chandler predicted 
when, on May 23, he called the Kentucky legis- 
lature into its second special session, the single 
bill embodying numerous improvements in the 
state’s system of mental institutions was speedily 
enacted and the legislature adjourned on May 
28. The session had been called for the sole 
purpose of considering the welfare bill. Most 
of the new law’s provisions deal with personnel 
for the institutions, will provide well-trained 
staffs, and remove their positions from political 
control and domination. 
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